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WIRELESS2 Technologies Inc.
Consolidated Balance Sheets (Unaudited)
Expressed in Canadian Dollars

ASSETS
Current

" Cash

Accounts and holdback receivable
Receivable from On Guard Plus Limited
Inventory

Prepaids

Property and equipment
Other assets

LIABILITIES

Current

Accounts payable and accrued liabilities
Deferred revenue

Loans payable {Note 5)

SHAREHOLDERS' EQUIITY
Share capital

Contributed surplus

Cumulative translation adjustment
Deficit

See accompanying notes to consolidated financial statements

On behalf of the Board

D.H. Blakeway
Director

March 31 September 30

2007 2006

$ $

1,704,771 1,287,801
905,473 1,010,166
10,151 471,651
381,046 341,074
56,634 51,224
3,058,075 3,161,916
21,245 25,428
149,130 145,757
3,228,450 3,333,101
286,751 314,180
16,457 9,940
19,389 129,059
322,596 453,179
14,500,112 14,500,112
401,309 401,309
(199,245) (225,585)
{11,796,322) (11,795,914)
2,905,854 2,879,922
3,228,450 3,333,101

K.R. Tolmie
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WIRELESS2 Technologies Inc.

Consolidated Statements of Operations (Unaudited)

Periods Ended March 31
Expressed in Canadian Doltars

Revenues
Cost of sales
Gross Profit

Sales and markating

Depreciation and amaitization

General and administration

Research and development

Financing charges : RS T
Foreign exchange Igss (gain)

Income (loss) before income taxes

Income taxes

Net income (loss) from continuing operations
Loss from discontinued operations

Nét Income (Loss)

Income (loss) per share from continuing
operations
Basic and diluted
Loss per share from discontinued operations
Basic and diluted
Net Income (Loss) per share
Basic and diluted
Weighted average number of shares
Basic and diluted

See accompanying notes to consolidated financial statements

Consolidated Statements of Deficit (Unaudited)
Periods Ended March 31
Expressed in Canadian Dollars

Deficit, Beginning of period
Net income (loss)
Deficit, End of period

SECOND QUARTER SIX MONTHS
2007 2005 2007 2006
$ $ $ $
989,453 813,916 1,678,527 1,322,977
562,569 496,308 990,606 . 814,713
426,584 317,608 687,921 508,264
165,044 148,752 301,832 274,841
4586 4,704 8,994 9,483
133,395, - 67,345 239,373 134,681
65,440 28,960 126,386 58,070
15,803 393 24,662 8,345
(3,120) ° 1,134 (13,379) 5 361
381,648 251,288 687,868 490,781
45,236 66,320 53 17,483
- 6,018 461 6,018
45,236 60,302 (408) 11,465
. (401,325) - (594,942)
45,236 (341,023) (408) (583,477)
~$0.00 (30.00) - ($0.00) (30.00)
$0.00 (30.02) ($0.00) (30.03)
$0.00 (30.02) (0.00) (50.03)
18,812,213 18,812,213 18,812,213 - 18,812,213
SECOND QUARTER SIX MONTHS
2007 2006 2007 2006
$ $ $ $
(11,841,558) (13,517,825) (11,795,914)  (13,275,371)
45,236 (341,023) (408) (583,477)
(11,796,322) (13,858,848) (11,796,322)  (13,858,848)

See accompanying notes to consolidated financial statements



WIRELESS2Z Technologies Inc.

Consolidated Statements of Cash Flows (Unaudited) i

Periods Ended March 31
Expressed in Canadian Dollars

OPERATING ACTIVITIES
Net loss o
Items not involving cash:

* Depreciation and amortization
Foreign exchange adjustment
Other

Non-cash working capital changes
Cash flows of continuing operations

Cash flows of discontinued operations '

INVESTING ACTIVITIES

Property and equipment acquisitions
Other assets additions

Assets held for resale .

FINANCING ACTIVITIES
Repayment of loans payable

Net (decrease) increase in cash

Cash, beginning of period
Cash, end of period

Cash is comprised of:
Cash in banks
Bank indebtedness

Supplementary Cash Flow Disclosure
Interest Paid
Income taxes paid

... SECOND QUARTER SIX MONTHS

AZITA 20077 - 2006 2007 2006
s $ $ $

o 45,236 60,302 (408) ¢ 11,465

: 4,586 4,704 8,994 19483

6,977 1,134 24,240 7.464

L. - R X 5. (1,400)

(115,472) (207,458) - 497,883~ _ '(194,460)

(56,673) (141,318) +530,7097 -~ (167,448)

F o {204,263} s (298,519)

(58,673) (345,581) 530,709 (465,967)

- (2,183) .

(3,075) (1,885) {4,985)

- (63,220) (87,515)

i (66,295) (4,068) (92,500)

- (21,000) (109,671) (42,000)

- (21,000) (109,671) (42,000)

(58,673) (432,876) 416,970 (600,468)

1,763,444 1,170,990 1,287,801 1,338,582

1,704,771 738,114 1,704,771 738,114

1,704,771 847,968 1,704,771 847,968

- (109,854) - (109,854)

1,704,771 738,114 1,704,771 738,114

- 66,223 - 114,523

- 6,018 461 6,018

See accompanying notes to consolidated financial statements
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WIRELESS2 Technologies Inc.

Notes to Consolidated Financial Statements (Unaudited)
March 31, 2007 and 2006

Expressed in Canadian Dollars

1.

NATURE GF OPERATIONS b

Wireless2 Technologies Inc. (the “Company™} continues to seek new ventures whlch will provide growth opportunities
and shareholder value. On September 15, 2006, the Company sold its Corrections Division (electronic curfew
menitoring) (See Note 4 of the 2006 Annual Report). The Company's subsidiary ractical Technologies Inc. continues
to design and sell sophisticated communication surveillance and intelligence gathering equipment for the law

enfcrcon"ent and defense industries in the United States and Canada.

CHANGE OF NAME
The Company changed its name from Strateglc Technolog|es Inc to Wrelessz Technologies Inc, in QOctober, 2008,

SIGNIFICANT ACCOUNTING POLICIES

The Company's financial statements have been prepared following Canadian generally accepted accounting
principles. The measurement of certain assets and liabilities is dependent upon future events whose outcome will not
be fulty known until future periods. Therefore the preparation of these financial statements requires management to
make estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses.
Actual results may vary from those estimated.

These unaudited interim consolidated financial statements should be read in conjunction with the Company’s annual
consolidated financial statements for the year ended September 30, 2006 as set out in the Company's Annual Report.

SEGMENT INFORMATION
Commencing in fiscal 2007, the Company operates. in.two segments, Law Enforcement and Head Office. In fiscal
2006, the Company operated in one segment, being Law Enfprcement. Consequently, comparative figures for Head

Office are not available (n/a).

SECOND QUARTER SIX MONTHS
2007 2006 2007 2006
$ $ $ $
Revenues - Head Office 12,694 nfa 22,473 n/a
Revenues — Law Enforcement 976,769 813,916 1,656,054 1,322,977
Net Income (Loss) — Head Office {47,439) nfa (76,221) n/a
Net Income (Loss) — Law Enforcement 92,675 60,301 75,813 11,465
Capital Expenditures - Head Office 63,220 n/a 87,515 n/a
Capital Expenditures — Law Enforcement - 5,545 - 16,032
Revenues - Canada 12,694 n/a 22,473 n/a
Revenues - United States 976,759 813,916 1,656,054 1,322,977
Plant & Equipment — Canada 2,491 n/a 2,491 nfa

Plant & Equipment — United States 18,754 26,806 18,754 26,806



5. LOANS & NOTES PAYABLE , ' S PR ’
LR RS LR . ' LI
2007 _ - - 2006 _
$ : RN $ XL
Western Economic Diversification Fund Loan,
bearing interest at Bank of Canada prime lending

rate plus 3%, due May, 2006 . R "’:" 1?2, 506-'3'
g st gy yree e . e "'._;,.__-,-‘:- ] YR T SR .
Loan Payable, non interes{ bearifib,"dué March3 2005 - - T 9698 & ¢ 179695
G At A P s o wm oo VA .'.
4% Notes Payable. due March 3,2005 ' © *° 1 S 170,695 ° -
oL T e 1 19,389 Lol 371.896”‘ bs

The loan payable and 4% Notes payable were due March 3, 2005, The Company has negotlated an extensnon of the
due date to an undetermined future date which Will be determined on Settlément of an outstanding taxation matter in
On Guard Plus Limited. o .

AT :...."-H.'-"..
’ R U S R A ‘E"'J";f! Thu et N
[P, ‘-' yes

6. COMPARATIVE FIGURES ' LT e b
Certain of the comparatlve ﬁgures have been reclassn“ ed to’ conform to the current year's presentatlon




Management-Discussion.& Analysis
as at May 9, 2007

The following discussion and analysis should be read in conjunction with the audited consolidated
financial statements of the Company, and the notes relating thereto,."as well as the Report to
Shareholders and other management d:scus sion in the 2006 Annuat Repott
H ": Ad oy 1

This report includes fomamf—tookmg statements that are based on cur"ant expec'atfons and are subject to

risks and uncertainties. Many intermnal and external factors may cause aclual results to differ materially
_including, but not limited to, those outlined in Risk Management in the 2006 Annual Report. The Company

disclaims any intention or obligation' to update or revise any such forward-looking statements, whether as

a result of new information, future events, or otherwise.
 Additional information relating to'the Company is filed un SEDAR at www.sedar.com

The attached fmanc:al statements have not been reviewed by the Company's auditors.

General Overview

Strategic Technologies Inc. changed its name to Wireless2 Technologues inc. in October, 2006. Wireless2
Technologies Inc. is incorporated under the laws of British Columbia. The Company’s core businesses
were the manufacture and sale or rental of electronic curfew monitoring systems used in the Corrections
marketplace and the manufacture and sale of sophisticated surveillance equipment to the Law
Enforcement Community. In September, 2006, the Company sold its Corrections Division, including its
subsidiary, On Guard Plus Limited. Its wholly owned subsidiary, Tactical Technologies’Inc., has
manufacturing facilites in Holmes, Pennsylvania. Tactical supplies tracking and intelligence gathering
support technology used in government covert operations in the fields of surveillance and officer safety to
law enforcement agencies.

The consolidated financial statements include the results and financial position of Wireless2 Technologies
Ine. and its wholly owned subsidiary, Tacticat Technologies, Inc. _
Revenues include the gross amount billed to customers for sales of products and related services. It also
includes interest earned on funds on deposit. Cost of sales includes direct expenses related to the
manufacture of products. .

Results of Operations

The consolidated financial statements for the second quarter and six months ended March 31, 2007
include the results and financial position of Wireless2 Technologies Inc. and its wholly owned subsidiary,
Tactical Technologies Inc. The Company derives the majority of its revenues in United States dollars.

Consolidated revenues for the second quarter ended March 31, 2007 were $989,453 ($1,678,527 for the
six months) compared ‘to $813 916 ($1,322,977 for the six months) for the same period last year, an
increase of 21% arid $175,537 (27% and $355 550 for the six months}). Total gross profit for the second
quarter was 43% (41% for the six months) of revenues compared to 39% (38% for the six months) in the
prior year. The increase in gross profit percentage is attributable to the increased sales volumes against
which overheads may be absorbed and from the product mix of sales.

Expenses increased $130,360 or 52% ($197,087 or 40% for the six months) to $381,648 ($687,868 for
the six’ months) ‘from $251,288 ($490,781 for the' six months) in 2006. Of this amount, $59,997 ($98,477
for the six manths) relates to head office expenses in 2007. These expenses are included in discontinued
operat:ons in 2006. Research and development expense increased '$36:460 ($68,316 for the six months)
compared to 2006 as the Company expanded its research and deve.opment personnel related to its Law
Enforcement Division. - 4

The net income from continuing operations for the second quaner was $45 236 and $0.00 per share (a
loss of $408 for the six months and $0.00 per share). This compares to net income from continuing
operations of $60,302 and $0.00 per share ($11,465 and $0.00 per share for the six months) in 20086. In



addition, the Company had a loss from discontinued operations“of $401,38 and~$0.02 per share
($594,942 and $0.03 per share for the six months) in 2006.

Loss from Discontlnued Operatlons - - ..-
In September, 2006, the Company sold its Correctlons Drwsron mcludlng subsrdlary, On Guard- Plus
Limited (See September 30, 2006 Annual Report). Accordingly, the operatlng results of the Drvrsron have

been classﬁ' edasa dlscontrnued operation and comparahve f gures restated::: o> v - - TN
YR Rl e T P T e . ey ' oo

! .I'“-C:' Bt . e P TR

Quarterly Results YooEaL ey ‘2"" Qir 2007 1" Qtr 2007 .1 4™ Qtr2006 | 3° Qtr 2006

{Unaudited) $ L $ . 2.8 3

Revenues from continuing

operations - 989,453 | - 689,074 |' » 681,816 | ' 496,540

Income (loss) before discontinued o AT ) TN TR

operations 45,236 (45 643) 2,301,305 91,502

Income (loss) from drscontlnued . : : ,

operations . - p e mel |0 268271 (583,144)
: R REERNTE S BT T )

Net income (loss) ! ' 45236 | - (45,643) 2,554,576 (491,642)

Net income (loss) per share - ) : '

Basic and diluted ) 0.00 0.00 0.14 {0.03)

Quarterly Results 2™ Qtr2006 | 1" Qtr 2006 | 4" Qtr 2005 | 3" Qtr 2005

$ $ $ $

Revenues from continuing ‘

operations 813,916 509,061 791,565 790,165

Income {loss) before discontinued _

operations 60,301 (48,837) 43,161 24 727

Income (loss) from discontinued

operations {401,324) (193 617) 33,188 (369,891)

Net income (loss) (341,023) (242 ,454) 76,349 (345,164)

Net income (loss) per share —

Basic and diluted . (0.02) {0.01) 0.01 {0.02)
<. ) . )

The fluctuation in revenues is attributable to the changes In the level of purchasing under maijor
government agencies purchase orders. The fourth quarter, of fiscal 2005 and 2006 reflect the net effect of
the sale of assets. A significant proportion of the Company's revenues and.expenses are generated in US
dollars. Revenues and expenses for 2005 and 2006 were reduced as the average exchange rate fell from
1.33 in 2004 to 1.22 in 2005 and . 1.14 in 2006. The exchange rate for the fi rst- quarter of 2007 averaged
1.14. . Vs . . N

Liquidity
Working capital at March 31, 2007 was $2 ?35 479, anincrease of $26 742 from September 30 2006

In the second quarter, operatmg actlwtles used cash of $58 6?3 (generated cash of $530 709 for the six
months} compared to using cash.of. $345 581 ($465 967 for the six months}-in 2006 For the six. months
the collection of the majority of the receivable from On Guard Plus Limited and- aqcounts recelvable
generated $566,193 while increased inventory used cash of $39,972. Investments in new equipment and
assets used cash of $4,068 .compared to, $92,500 in 2006. The Company repaid loans payable of
$109,671 in the current period compared to repayments of $42, 000 in the prlor year.

H T, = . -



Capital Resowices- * |

At March 31, 2007, the Company had workmg capltal of $2 735, 479 as compared to $2,708,734 at
September 30 2006: The Company has no long term debt and had 18,812,212 common shares issued
and outstanding at March 31, 2007. :

The Company had no commitments for material capital expenditures as of March 31, 2007.
The. Company has‘no Imes of credlt or other sources of financing whtch ha-fe been arranged or are bemg
negotlated T Tl R I S o e

T

Eh

The Company has adequate capltal resources to meet all |ts obllgatlo;\s and fund operahons going
forward for the foreseeable future.

RS- AP N A -Payments Due by Period
' T eI i s co” 0 fesgthan - 1-3 4-5 After
Contractual Obligations ~ " Total -+ 1year -~ - -years Years 5 years
Debentures Payable e - -
Operating Leases Sl st e - - -
Loans Payable $19,389* $19,389 - - -
Total Contractual $19,389 $19,389 - - -
Obligations
*Not including interest
payments

Off-Balance Sheet Arrangements
The Company does not have any off-balance sheet arrangements in place.

— — gm——

Transactions with Related Parties
Management fees of $38,625 (2006 - $142,700) were charged by companies controlled by individuals
who are officers or directors of the Company.

Critical Accounting Estimates

The Company's financial statements have been prepared following Canadian generally accepted
accounting principles. The measurement of certain assets and liabilities is dependent upon future events
whose outcome will not be fully known until future periods. Therefore the preparation of these financial
statements requires management to make estimates and assumptions that affect the reported amounts of
assets, liabilities, revenues and expenses: Aciual results may vary from those estimated.

In particular, the amounts recorded for amortization of property and equipment and intangible assets are
based on estimates of the remaining useful lives of such assets. Furthermore, the provision for warranty
claims is based on past experience and the most currently available information regarding warranty costs.
These estimates, and those related to the cash flows used to assess the potential impairment of property
and equipment, intangible assets and goodwill are subject to measurement uncertainty and the impact on
the financial statements of future periods could be material. Such estimates and assumptions have been
made using careful judgments, which in management’s opinion, are within reasonable limits of materiality
and conform to the significant accounting policies summarized in Note 3 to the consolidated financial
statements.

Looking forward

in the past year, the Company made the decision to leave the Corrections marketplace and
completed the transaction late in the 2006 fiscal year. This decision resulted in the Corrections Division
being sold at a profit allowing the Company to repay all its debt. Wireless2 now has a strong financial



position to expand Tactical and search for new opportunities in the wireless mark%tplac‘é‘Growlh requires
change and the changes the Company has taken are expected'to hiave a positive impact on its growth.
Management is confident the Company ‘can achieve its goals because it have the financial resources, the
availability of business opportunities, the strategies, the people and the commitment to do ei.rerything
possible to meet and exceed them _ .

In April 2007, Tactical moved to new larger premises in Holmes Pennsylvanla {about five miles west of
Philadelphia). Tactical has récéived some new contracts-in 2007 with US Federal govemment‘agenmes
and will be delivering them throughout the balance of the year. Tactical expects to achieve positive net
earnings for fiscal 2007. Tactlcal ended the first quarter wnth an order backlog for equ:pment of
approximately $760,000. ° RN

v "|.

Risk Management
Business risks

Although the market for our products appears to be expanding, our ability to remain competitive is
dependent upon assessing changing markets-and providing new products and capabilities. There can be
no assurances that we will be able to do so or to meet changes in the marketplace .or that the sale of new
products will be profitable. Some of our competitors have greater financial resources and may be able to
sustain recurring losses to establish market share at our expense.

R

Foreign exchange risks and inflation

The Company generates the majority of its revenues in U.S. dollars. It records foreign currency
denominated working capital items (generally cash, accounts receivable and certain accounts payable) in
the financial statements in Canadian dollars based on spot rates for the currency at the end of the
reporting period. To date, the Company has not engaged in any currency hedging to minimize the effects
of foreign exchange gains or losses. Exchange rate fluctuations are partially offset by a natural hedge in
that some of the expenses it incurs and its law enforcement division are denominated in U.S. currencies.

The Company does not hold and has not entered into a market risk sensitive instrument for trading
purposes.

The Company believes that inflation and other changes in prices have not had a material effect on it.

“Doug H. Blakeway'- N ‘ o -“lan M. Brown”

President & Chief Executive Officer C o Chlef Fmanmal Officer_
May 11, 2007 May 11, 2007
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